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SUMMARY

Scripps Howard Cable Company supports the recommendation of
the National Cable Television Association ("NCTA") that the
Commission adopt a fixed cost allocator which allocates 25% of
common costs to regulated telephony and 7%5% of common costs to
video transmission. This allocation would ensure that local
telephone ratepayers are sufficient !y protected from subsidizing
local exchange carrier entry int< wvideo services.

Adoption of a fixed cost allocator is necessary to ensure
that costs for new video services are not improperly subsidized.
It is questionable whether there exists a sufficient level of
competition in most markets to ensure that local exchange
carriers will not improperly shifr “nsts to local ratepayers.
Only by adopting a fixed allocator wil! the Commission ensure
that local ratepayers are assessed -ust and reasonable rates for
regulated services as directed by 3Sectrion 201 (b) of the

Communications Act.
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1. Scripps Howard Cable Company ("Scripps Howard"),
through counsel, hereby submits reply comments regarding the

above-captioned Notice of Proposed Rulemaking ("Notice").

Scripps Howard supports the proposa! advanced by the National
Cable Television Association ("NCT2": in its comments, which
recommends the allocation of 25% »f rommon costs to regulated
telephony and 75% of common costs -0 video transmission. While
the incumbent local exchange carrisrs ("LECs") generally oppose
the concept of a fixed cost allocaror. they fail to present
viable options that would serve the three goals enunciated by the
Commission in this proceeding.

2. In its comments, BellSouth Corporation ("BellSouth")
suggests that cost allocation rules are unnecessary for LECs

subject to price cap regulation, claiming that "[c]lompetition and

'Those goals are to facilitate the development of
competitive telecommunications service offerings; to facilitate
local exchange carrier entry into video distribution and
programming services markets; and to ensure that regulated
telephone rates are just and reascnable. Notice at § 22.



price caps will keep telephone prices at reasonable levels."® It
is questionable, however, whether there exists a sufficient level
of competition in most markets to ensure that there will be no
improper cross-subsidization of entry into video services by
regulated telephone ratepayers. So long as the potential for
competition serves as an insufficient check on cross-
gubgsidization, the Commission must ensure that ratepayers are
protected from subsidizing LEC entry into video services through
appropriate rules.

3. USTA also maintains that ~ost allocation rules are
unnecessary for LECs subject to price caps. It argues that an
incumbent LEC regulated under prics raps has no incentives to
shift costs into regulated accounts, as that carrier "will still
be constrained by the price caps from increasing the rates it

" This view is

charges its regulated services cusromers.'
countered by Cox Communications., Inc., which submits a white
paper illustrating that a LEC subjert to price caps retains the
incentive and ability to cross-subsidize competitive services '
Again, so long as there is the potential for LECs to improperly
cross-subsidize entry into video services, the Commission has an
affirmative duty to protect ratespayers

4, BellSouth also maintains rthat 1f the Commission retains

cost allocation rules, it should ror adopt a fixed cost

‘BellSouth Comments at 20.
SUSTA Comments at 4.
*Cox Communications, Inc., Comments at Exhibit B.
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allocation factor. BellSouth argues that the current Part 64
rules can be applied to the allocation of costs of providing
cable service between regulated and nonregulated service
categories, noting that it filed revisions to its Cost Allocation
Manual (CAM) to describe how those costs would be assigned. By
establishing a fixed cost allocation factor, however, the
Commission will avoid the uncertainty and delay that will
undoubtedly arise from analyses of individual decisions by each
LEC regarding the allocation of shared costs for entry into video
services. Furthermore, ratepayers will be ensured that they are
not improperly subsidizing LEC entry into video.

5. As Scripps Howard stated in its comments in response to
the Notice, adoption of a fixed cost allocator 1is necessary to
meet the Commission’s obligation to ensure that local exchange
carriers do not burden ratepayers with the expense of entering
the video marketplace, and that local ratepayers are assessed
just and reasonable rates for regulated services as directed by
Section 201 (b) of the Communications Act. Therefore, Scripps
Howard Cable Company urges the Commission to move expeditiously

to adopt a fixed cost allocator, and to adopt NCTA's



recommendation to allocate 25% of common costs to regulated

telephony and 75% of common costs to video transmission.
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